New Designs: Licenses Aftay Be Evidence 
of the NQnobviousness of to InventtGB 
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A tics erne agfs.eme^t.freqment^ transfers- some rights in an 
fiivendcm trains patent owner to -4 licensee. Such a: license 
agreement can Ik? used; immg UtigiMm- or during ihrr patent 
Bpplfc^ort pmcess-as :evid^nc^ of nmubmmm\mB .of the 
toenttonu That.is y a taise : may help- the patent .owner prove 
thai: a. patent Uymd and mmmmx- hdp. the licensor obtain a 
patent that te directfid towardthe lic.ens-ed^techn^ogy.- 

Whether the -eialmed iimentior;- rs .obtftaus i-n view of the 
prior tnf Is a :d#ficiHtqU:es : tia?^ resisting. to thr patsntablli^ 
of an \m-mimn, Tbis is?>n$ &f obviousness frequently ansss 
durmg; patent rnn&«cnnon, re^mmmBMon proceeding and: 
litigation. The Supreme Cayrts^trtnih fom factors, that IM 
mmis irmst consider when demminm^ whether a e.U1ni.ed' 
mventror* is invalid because lt1s : obTOUS-TIrn? c&tlftmusr 
t4ern% (x) ths scope and cmtmi-of'th^ prior art,- (vr) 
differences between- the prtor art and the daims attssne, 
C3) the: ievei uf mmxmy skill fn the pertinent, wt 
"obizctwe" &r "secondary^ mm\dmstmm> srjcbas mhmhe? 
IrcerewaB a: long -fe.lt rree:d for tHe dalnml friverilnrn the 
Mure o* others.,- or wbettmr the: dalmedfnventiioo bas- 
enjoyed: tmmmtcM success. Grc't^n v:jokn Oecr-> Co. , 
3S3 U.S i ? t/nS (1906). 

The cnncc mis smmdarsr mmi&sr&ts-ons to, inter aba, foe^s 
attention. on t!i : e .economic ami nurbvaljcrrn^ Issues- rather 
thac ontednrnat Is-stiS's.. The economic and mofgvatcoR' 
issues ar^T'mejre susceptible of j&didsttrgstroebt mm are- 
hifn^tech.ni£ai facts.-.ofte:n^ present in patent litigation-" 
M n% 3.6, Th;e federal Crnrun has: feuiid.that ^evldenre of" 
secondary coos^eratiornnnay often fee the mmi prnhatNe 
and cogent e^'imce M the recrncl/- Stmiafiexlm:. •/, 
Aenrgr#- CbccA, 733 F.sd 1530, 38 (Fed, Cb, m&§: see ab>o 
in- re Mmm., ten :f%nd 1339: (Fed, :Gc, ?t Two: ^xsmples 
of secondary ecmrcbnratfcms are tti€ commercial success er 
tfe:dnted ifrr/tmben anctfte mmmexcM- acquiescence by 
market c^rnpabtcrs. Licenses car? be used as evidence of 
athnr of these second ary conMdenatJrmx, 


The comm&rdai: success of a- product embodying a: dammed 
InvenbcHi 15' sftep nsert as. cadence of .rm:n'obvio : os?ress, 
The cpurts sufgesl that: .evMers££ of eomin^rc^t ^occ^sft is 
r&isvsnt l>:> ^b€:Quesfton of olmmjsnm^ because competitors 
would have been sconoBikall^iTioti^tedto::^ th^ 
i?weBt!on. before- tba Inventor' if the imevitlm h^d been 
obvious. Minnesota Mmwg 3 Mmufaciurmg €0, Rmsamii 
Merfimt iftc, &?§: t. Stjpp,- m%?> 1054 (D. Umh ^85,Th-« 
c&utts proffer th3t if the csmmerctafsuecess Is .ba^ea uport 
the e^pturrng et 3 targe-market share orupari tbel.ic.^rsmf 
of the Imen&mmmBm conmmtot%, sum actions ten:ata 
.support the nndr^gThstthe rlsime^; rnventton- Is superior 
■to .existing product?* nriiiis' therefore a- nea« : bv?:aus advance 
over it).e: p.!lii:f art. ?e;in;a'it td. v. HaM Miri.iitsman, ine:< '22 
USPQad 547? {N,0, HI. ^T'^f rvrdenee of co-mmetcuit; 
success mciudzs a shoving of grwwth In m:;srket $hmh i 
r|-ao : e : asa : kr fiiad^l >hare after other com pastes begtn : 
Mrmglng., mi Ucmsmg i& otmr zxm\m®te&>- 

lh& £&mm$T£i&i atqirter^ireef <> clam'ted invemton 
is also. used, as evidsrtce of Ronobv-fousneas/rinder tne : 
rttsorv mat a .sfcerrse ;s gerjersltya Hatemerrr afakisttlre 
Hcsnsee's interest,. That i» 4 a licenses' does:not federally act 
•in a- manner i:on1:f3rytu :h^s..ecorH>m1c.S:glf : ifiterest itRiess 
coxm-ic^d afttw vali'dity of th-e. patent, or bf the 
t^ryofeviousness of the : d : a hrred tnyentlbn; in : a .pendtnf ■ 
pateni: applkation, 

G!" ceut^e, rorn^i-rrds t success or a. successful lke«s ; i)ig 
c.^p^rn -^-sn G-cetrr f tu' a varlely of reasons that arsr 
m^ztml t& tm vaildlty of a pat6nt,.Tbefefor:E ? rtu? courts 
have r-eq.rttrfe.d .not only .^d«nCB of cprnmerda-l success -or 
acr4.ui6scerreeb.at sfso a stiawfng of 3 n : €.xus between th.r- 

to- 3 legaltv and factually sufficient' c^necti on between: the 
proven- s.u : rcess arid tbe- claimed ire ve niton; In re Paulsen, 
30 f,3d 1475, t^Sa (red, Clr, S99 : 4), Ths stranger this 
£oim:ecdan, ihe strorrger me. svid««tfary value of -dm 
commercial sutcess. In: re Gf- V AC l?rc ?> 57 B^d- -.>73, ^t- { > Cf^:^- 


On xs$5^-A nexus Is grmm whee the eomwercNe success or 
commercial ^quiescence- U &howrs te :have been due w the 
earure of the deemed hwestrosy as- opposed to otto 
economic andxQiTiwerc^l lBCtsrs unrelated to the technical 
quality of the claimed Hwer$on. : eedle ffsssse Products* 
inc, v* €em?ssrk ? tm^.jvo E.2d 10a/ {Fed, €ir, 198:5s ^ 
a license cavers M$ny %%WM% only one of which ss ^itexted 
issuer tf the-cleireed mesiitioe, the patent owner reuse shove 
that the hcesse arnse <se of -a "Secegeetoe end;- acceptance" 
efthe relevant patent, f OTteflexsrt -tS3&- 

When Ikeeses are- used : as gvi'tovce of commercial success 
or commercial: ecsjefescertse, tlie eyfdenfery eelae-glvee to 
the tteeses depends epos the : contents of the licenses and 
flie rtexu.s between the- licenses ar^el the claimed dieeettoe, 
The factofs-firaf are ceeslcfemd when ^eterrismieg; the 
evidentiary value: ed the hc.ee ses : mcmdz ike mf?My .rate 
whmx compared, to. the coster jmgetiors. pssdiceese 
eiyesttgstieii by the licensees, Che market position or ftse 
licensees, the market $h a re of the thcensees, aedthe nexus 
■between the Ifceme. and tee sleetied teeeiihoe. 

Whe : e the royalty rate p.aicl by- a licensee- is leree when 
mmmrm to the cost of Utigmm, the. sceose will be 
peTsesstye evldasce thai the-iicen-see foeffeyed: the -patent 
was valid. B&N Mmuf&cmrm§ mc v.. hesres fbrbes "Sims 
Co, , 26 USPQzd leech -*.o?q- (110.; taL -^93). licensees who 
p.arfetm a slgnmcmi mmsU-gaUm: she the yslrddy and 
mfflngen^-nt.cf t : he- patents swerr C hyShs- license 
strengthen the eetdeeferysgtue ofthe- license- for the- 
purpose of iatefprdvlngBofifibvioiiSHess- e:tt4 Carp. e 
&emmi€am-, 70% Ft Supp 456, s?:- fXQeh iqB : S), -tf/f *?, 
as? Pled 1056 .(Fed, Cir, r^S^, Ike rn:ssKst position of the 
llceirsees is a faster in eetermlmng the strength of the 
eetdease under the theory thai ted-ustry readers ere less 
likely to obtain' 3' fiseese unless they believe - he patent is 
valid te Bail Meeefsctufmg, two' of the hseesees er the 
patent were- - the rsosl pse/srfui. bstcheg : competes m the 
.country*'- welch led the seercm-beliese. that *they ^oeM sot 
heve feezed to pressure : re take s t;ceese witn^ul: first 
reaching the .comkmm-.iksl alliniateiy utlgatfDn^w^tnd: 
:pfove futile,-* BaH ■te»irfaetarin : gvat loyo,: A; patent; cm. a 
■color televis^ori picture tube- was' similarly 1 apii eici' based 
In pes! oc th : a factthaft icace- In c^lor t.eieviston: 
devdopfttSfrt"' 1 ' chose- to Ike^s.J? the yctc^t. Caiurribm- 
B-rPmcmtm-G: $y% h Sylm^i^ Bee Prodr>,Jnc y 4*5 F,2d .719, 
728 (ist-Cjn J9^9)s cert denied:, US, w£i : \wio^ Tbe 
comfomed market sh^re,-0f tha' licensees- i : s also r&zvmt 
The Supreme Court h.eid th.5t\vhen the makers dftwossh Irds 
-:hc- .print p:aper af trie country are licensees of the patent 


hdld-gr this cofistiiules "weighty evidence" ottlie vaiidUyof 1 
trie patent, .fifed Process- Ca ^ M^??esofe a .0/? : faf^ P^per 

Ca, s.6:ttkS. 45(tQ23;L. 

Cou;rts liawe rsiinrf that licenses do iTot .proyids enough 
smdaice cf m^obyiommsB ^hm thexoyalty rate ?ssow : 
wh.en compared to the cast of iiitgatlar^ the- percentage of 
me relevant market amm^d by the licensees is lew, when 
the llceese represents.s; e lutyaf ty feer:e1tciai arrar*gemem r 0f 
when the nexus bemmmkt licetise :a : ^.d the cialmecl 
imm&en Is. eoi. sht)wrs. 

The courts are fn- agreement that it 9m reyaiiy r^te of a 
license Is isw is commmmi to- the cost: of a: litigation- 
defense, t^.e licensee's motlvatjem fosobtalelng e license Is. 
mere ttoly to avoid: litl-gatfe^ rashes than a belief that the 
psteer y^m mM, This is a partotmty ■ strong mot iyati a r : 
w-h:en. theikeesee is e small : by sin ess hevmg limited: 
rfisoerces, The S.upreme Ceurr estes that whm a ucenive 
h.as a tow rcysiiy.rSie the- "ptsmrtase of peace" m : ay be the 
motmetmsfer a smeU bysiness/ami'thefefore the Ucmse 
is ef limited- value ss evidence of p stent validity, /sim £ 
Thropp'B Sam Co, v. SeibevHng x 264 U.S. 32-0, 3^9-3:0 
(192:4}. Corns; mco: iaok.te the- ma : rket share mm mse-otthe- 
ikeeseesc le m?y/m< m^ : , ^/^hmw&ceu§c.al mdm,, Carp, 
s Jk&m$i a ties:, /ssmm s.c<> ead t3d : Cir, if 71), 
^ievrc eisn^fscteres of glass-tesnetal seals: ofetasmcl- 
•iceRSes seder the pateeL The court emed that. the nerie of 
the' major cempesies si the market sfemert a license, the 
total market share of the eleven mscrrer ras isw and'thati't 
was pessrbie thst. ihe liceremee- tesed <me;mescefrce less 
bardeesoffie ers:d. costly -tern the expense aed problems 
of lltl-gatHie, The ceefts mdlcste tmt enether >eetiveriee 
fer entermge lieerme agreemeni mthate license mey'be 
rsemally benericlsl m b.qth the Ikeesee ssci the imeeser 
Vssr: e license :-• mutus.Uy beneficial ree eekleetjary value 
ef the: license- asm seeoecJem s:ens : Nieratme- b iRteted,. 
£i4s :> C'sss V. Reiictnce Universal /cs. , tc> Fmd -898, -^e^.b-S* 
■(Fed., ttscj^ cert'deeied:, 474 teS. 843.(1385}, Fosexempk,. 
a:n exctostee Ifceese- mey be mutually' beneficial since trie 
seeeseewili: have escissme rights te eia'ke, use. offer la celt, 
en.d see the feveefies, 

When attempting to overceme an eimeystress argument 
the extent: practlfioee!' shaeld tmn^fy- licenses and other 
e^'deecethet demoestretes the eemmercial success ef 
a dafmee meentioe sect thee clegriy explase the eexes 
between the evidence ene'-0is claimed ^•verhos in order to 
maximise its eyiderdtary yatue: f - 


egM^CK' a west 


